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GENERAL

Chinese attitude toward the new Siamese Government

The Chinese Covornment 1s seriously concerned over the recent change
in the oomposition of the Siamese Goverament but takes the pesition that
since the Phibul Govermment came to power by ostensibly comsititutional
procedures the question of recornition does not arise, The wzrincipal
preoccupations of the Chinese Foreign Office regarding the Siamese problem
are: (1) the desperato need of China for Slamese rice, (2} the larpge
number of Chinese residents in Slem, end {3) the increase in Communist
activities in Siam, Though dislilking amd dietrusting Phibul for his strong-
armed mothods as well &s his anti-Chinesas record, the Chines: Govermuent is
impressed by his strength and his ability to get things done, and hes
decided the best policy is to make the best of the Phibul Government, The
Chinese Government, howsver, is anxicus to pet US, UK, and French onoperation
in order to impress on Phibul that his interests lie in internaticusl
cooperation and in fully discharging treaty obligations,

Japan-NEI trade sgreement nepotiated
) olitical Adviger in Tokyo has been advised by Lt Genewral

Wybrandus Schilling, Head of the Nstherlands Pilitery Mission in Japan,
that an agreement has been nepotisted whereby Japen is to sell $5C,000,000
worth of products to the NEI and is to purchase $30,000,000 worth from the
BEX, It is estimated thet the real value of Japan®s exports under this
agreement are somewhat less, end Japan®s imports somewhat greater, than
that country's annual trade with the NSI in the middle 1930%s {(after
currency veluve adjustments). However, it is mot yet olesr whether the new
agreement covers only a single vear, )

General Sohilling also %told the Political Adviser thet without adequate
transport for Dutch troops, disorder could possibly spread in Jave, thus
affecting adversely the exchange of goods between Japan and the WZl. He
stated thet, because of the almost total lack of transport svailsble to the
Duteh military authorities in the WoI, he had asked both Under-Secretary of
the Army Draper and General Mechirthur for 5,000 motor trucks; but that
although sympathetic they had indicated that the trucks could only be
declared surplus by a:rangements between the US Departments of State and 25X1
the Arnmy,
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Twonty-two Cabinet Vice Ministsrs s poinfedo Aft-r a..roval by the Prusident
ol the Uoper House and tho oncaker or the Lower House ol #'e Diet, the Cubinet's
selection of twenty-two Viece Kinistars was lormally announccl on 15 iprile The
Social Democratic Purty has received =leven of the Vice Min'stries wihile the
Domocrats, the Rrokufu-kai and the Peojlet's Cooperatives were resrectively
awarded seven, three unl one Vice Ministries, The number of Cabinet Vice
Yinistrics has been virtually -doubled in what a:pears to be an eifort to provide
the faithful with political "plums", It is lelt that the apnointments indicate:
(a) a political moasure aimed at a general election whereby Diet menmbers can
gain "face" by oroducing a record of Cabinet service us a clain for reel~ction;
b) an attempt to win increasel supvort from the Ryokulu-kal (Green 3rceze
Society), a large group of indenendents in the Unper House which includas both
pro-government and pro-onvosition fuctions, by the apjointment of three mombers
to Vice-llinistrics; (c) recognition of what the Jupsnese, at least, cousider
the weaker sex by the appoinlment of one fomule Social Derocrat as Viee Minister
of Velfare, ' :

Anbi-Corrnnists set-bucks. Recent seb-backs suffered by anti-Communist forces
Tn two irportant farm and industrial workers organizotinsns illustrated the
strength of the Communist position in Jupanese labore The anti-Comrmrist nove-
ment in Jajanese labor has been aldvancing steadily since mid-1946G. To sone
extent this growth has boen cued by successive anbi-Corvmunist statoments of

US officials and reflects the results of occupation. erforts in lubor elica-
tione More irmedianbely the unti-Comrunist stand of tho lelt-wing Sociulists
and the relatively open support of the last two Jupancse Cabinets, Lhe labor
portfolios of which have been held by Socialists, have considerably advancod
the spreud of Democratizatlon Leapuessthe form which the anti-Cormunist move-
ment has token in labore Defeat of Cormunist candidabes in recertly held
elections in the Government Railwuy Vorkers Union has boen the hei;ht of
success to date, Carrying of the anti-Bommsunist movement Democrutization
tacties to the Japan Farmers Union anl the All Japan BElectrical Vorkers Union,
where the Communists ure strongly entrenched, have produced the current
difficulties,

Announcermont in llurch of the organjzation of a Dwmocratization League
within the Ja:an Farmers Union evokod violent ooposition from militant loie
ists in the JFU, The leltistBcharged that the Leapue was a violution of the
_prineiple of political neutrality to which the JFU has adhered since iis :
inauguration in early 1946 and an atbept to disrupt working class unity., In
the Centrel Dxecutive Cormittee nieeting held this —=ast weck in nlace of the
rogular national convention of the union which was -ostooned duc to the
violenee of the disagreenents, Cormunists or Cowrmnist symcathizers have
denanded the dissolution of the Democrabization Lesgue and the ecalling of the
Central Conference of the policy=~making Central Cormittee on vlich these leflt-
wingers have a controlling voices Right-wingers have ‘roposcd limitatlion of
discussion to "daily 1ife strug;le” as a method to avold an onen split in the
union. These right-wingors arec ovposad to the rais*ng of the Comrmnism issue
in the Contral Cormittece now when thoy nmipslit be defeated and scek tine to
pernit their movement to gain strengthe Anti-Cormrmnist Socislist lelt-wingers,
INANURA Junzo, SATA¥E Shinichi and TVAYA Orinoshin are tle leaders of this
right wing movement within the JFU. One of their major notives in this sortle
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is an attempt to obtain the realignment of former JFU members who left the JFU
with HIRANO Rikizo and who, although, they joined his National Farmers Union,
(WPU) did not forsake the Socialist Party when Hirano organized the Social
Renovation Party.

JFU Chairman Kuroda, one of the few important left-wing Socialists who still
oling to the idea of a united front with the Communists, has pleaded for union
unity but as jyet taken no stand opposing the Communistse Xuroda recently
vehemently amnounced that there had bsen no change in the JFU position that
members were entirely frees to belong to the political party of their choice.
While the attempt of the left-wing socialist to bring te NFU back into the
JFU depends in large measure upon their ability to eliminate Comrmunist influence,
the strength of the Commnists position in the Central Cormittes and the probable
attitude of delegates who stand with Kuroda in. denouncing any move to vrecipitate
an open split in the union as a "betrayal of the peasants", make it imperative
to avoid for the present the showdown for which the Commnists are pressing.

In the industrial workers field, the failure of a leader in the NCIU
Democratization League, OCIIAI Eiichi, to win re-slection to the chairmanship
of the All Jajan Electrical Workers Union, has damaged the anti-Communist
moverment in the 1"CIU., The AJEWU national was considered the stronghold of the
foroes within the NCIU seeking, to reduce Communist dominance, Election of
NAKAIIARA Junkichi, a Communist, to replace OCHIAI renders more difficult the
task of undermining the Comrmunist: hold on XCIU, ’

KOREA

9, recister for elections. Although the final totals have not been received,
over &, s o) approximately 8,700,000 eligible voters in South Korea
are known to have registered for the UN-sponsored election to be held 10 May.
This tromendous registration, 937 of the electorate, may be due in part to
spontaneous pudblic interest in participating in an election, a privilege
Korcans have never before enjoyed. It nlso undoubtedly reflects a consider-
able degree of pressure on the public by the ripghtist nolice and strong=-arnm
youth groups. Both the police and the youth groups are elements in the Rhee
machine and are reported to have been offering "instruction" in democruatic
procedures to the nublic in the provinces. The extreme Right has every
roason to feel conildent of its success in the coming election. Soviet
propacanda has alrecady begun attacking the validity of the election on the
grounds of coercion and intimidation.
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% Katiomlist headquarters in lanchurls expects that the next Commnist
offensive against lmkden will be launched in the lgimrdn sector in about two
weeks, but adverse weather conditions have 1limited the mobility on both sides.
Horever, the pross last veek reported skirmishss betieen Iukden and Chinchou -
and noted the appearance of Iin Pinot's 2nd colurn (one of his best) near Faku,
ncrthweet of lakden, The first division of the llatdonalistts 8th Army, which
recently evacuated severzl ports cn the nerth coest of the Shantung Peninsula,
has arrived at Chinchou. IXn Shantung, the Commmniets were still laying sicge
to Welhsien and occording to some sources, were making rore extensive usc of
artillery than heretofore reported in the Shantung fighting,

The Cammniats tere active in a wide area arcund Peiping. They contimisd
their destructive raids on the Feiping - Suiyuan railroad, re-occupied several
stations along the line, while rmaintaining a loose siege around Tetung, which
is now being supplied by air, To the east of Peiping, Comrmnist thrusts were
repulsed in the Paoti-Sanho area, but a new threat to the Chengteh - Pingehuan
region of Jehol has developed as Commnist units have atiacked the latter point,

The area around Chengchou contimued to be the foczl point of the military
scene in Central China. Commmnist troops from the Fouyang ~ Taiho sector
have moved northwest, occupying the Pelping - Honkow railroad from Heinyang
north of Chengchou. The Hationalists are rminteining pressure on these forces
from the south and southeast. Xinor activity wes noted on the Hupeh ~ Shensi
border vhere Paiho and Chunhsien were reportedly captured by the Comrmnists,

Political

Chiang Kai-shek was elscted the first constitutionzl president of China
on 19 April by a vote of 24,30 - 269 in the Natioml Assembly. The only other
candidate was Chu Cheng, president of the Judicial Yuan, Last week the
National Assembly passed a comprorise measure granting the president during the
mtional crisis emergency powers which will undoubtedly moke the position more
attractive to the Generalissimo. The corpromise also provided that the
Rational Assembly should be convoked again before 25 December 1950 to discuss
proposed constitutiomal amendments, The constitution provides that the As-
sexbly meet every six years,

The National Assembly became a sounding board of public opinion last
week while it listened to reports on military, economic, and foreign policy
ismues., The militery report created the greatest uproar with delegates in-
sisting that their own areas receive greater protection ageinst the Commnist
offensive, ’

Student trouble contimues in pmxtically all the colleges in Peiping end
Tientsin, At the same tims a delssation of ciudents from the Nanking - Shanghsi
area clashed with police vhen they attempted to enter the Naticnal Asserbly,
They were finally allowed to enter and a committee was appointed to hear their
petition, Further student disturbances are feared during iy, the anniversary
of last yeor's student disorder., Shanghai authorities anticipate trouble
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instigoted by the Communists in that city in conjunction with any attempts to
orons the !n.ngbzc.

In his review of Chinese foreign policy before the Natiomal Asserbly on

1 April, Poreign Minister 'lang Shih-~chieh stated that much of the critical
US opinion of China was justified, but in part was due to Commmnist propaganda,
He stated that the recent US decision to continuse aid to China demonstrates
the fundamental soundness of Sino - US friendship. US funds firom the zid bill
would be used to (1) balance international peyments, and (2) obviate the need
for further inflation projects. 3imltaneously the Covernment would put into
exscution Premier Chang Chunts l0-point self-help progran,

Foreign Mnister Jang clearly implied that Sino--Soviet relations were un-
satisfactory. He pointed out that, under the Sino=Soviet Treaty of 1945, the
USSR assumed important obligations and that if Sino-Soviet relations were not
all they should be the fault was not with the treaty but in its fulfillment.
He added that China would insist on strict observance of the Treaty. (However
US Embassy Hanking has learned from the Vice Foreign !4nister that Chinat's
basic policy toward the USSR at this time is to do nothing to aggravate Sino-
Soviet relations, and that recognizing US prior concern with Europe, China
would not consider pursuing a more aggressive policy toward the USSR until
such time as it could rely upon effective US suppeart,

lational Aissembly delegates from llongolia, Sinkiang and Taiwan (Formosa)
have attacked the Governmentts minority policy, especially the fact that these
regions were not even mentioned in the reports of the Ministers for Education
and Social iAffairs, They demanded that the Goverrment aholish the important .
Tibetan - liongol Affairs Commission and establish a Border Affairs linistry,
They also asked the Government to keep ite earlier promise of Mongol and Taiwan
self government.,

Econorie : . _
&rrencg[&iceso The Shanghai exchange and commodity market shomd a
tendency during tho greater part of the past week with the US § black-
market rate falling after reaching CN 700,000 to 1, and rice dropped i‘rcm a
peak of CN (4 million a picul, However Reuters reports that the US § has
started on another upswing on the blackmorket going as high as CN {740,000 to=
day, 19 April, This latest rise is reportedly due to rurors of another boost

in the official "open" rate, The almost daily, and oftentimes hourly, fluc-
tuations reflect the sensitivity of the money and commodity merket conditions.

The Shanghai Market: US { Ibwchange (Selling Rate) Wholesale Price of Rice

Official "open' Blacknarket per 172 lb picul
This week {16 Apr 48 cM 8328,000 640,000 CN 3,500,000
Week ago 9 Apr 48 328,000 650,000 ) 3,800,000
Mouth ago (16 Mar 48 197,500 h65,000 - 3,600,000
Year ago (16 Apr 47) 12,000 13,500 165,000

Private Iloldings in US, Ku Cheng Tung, lanchurian delegate, has reportedly
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proposed to. the National Aassembly that a delcgation be sent to Washington to
negotiate for discloswre of private Chinese wealth in the US,

Hainan Iron., An unconfirmed report from Tolkyo states that three Japa-
-nese technicians have laft Japan for s A5-day survey of iron mines on Hainan
Ieland, at the request of the Chirese Resources Couatission and the Dritish
Ott Co. ‘

Teivan Powar. The Taiwan Power Co. will receive & 113 £2 million loan
from Testinghouse to purchase equipment.

Foreign Trade, The Chinese Customs report Jomary lmports totaled US (19,4
million and exports US (16,2 million, leaving a deficlt of US $3.2 million
compared with a favorable balance of US &4.3 million in December 1947 as based
on the average official m"open®™ exchange rate,
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FAENCH T DCCHTINA

F. h atteapts to break deadlock in nepotiations., The French in an
effo o brenk the deadlocked narotistione betwecn former imamite
emperor Nao Nal and Nigh Coemissionsr Pollsert, have increased their pressure
on lao Dal by sending Louis Caput, a socinlist known to have been sympathetic
tomard o Chl *inh, to Pong ¥ong, allegedly to contact Viet 1inh politieal
observers., The French amarently hoped to eive the impression that they
mirht by-pass the ex-emreror and treat vith fio Chi ""inh or an alternate, thus
sncouraring Yuo Dal to favareble action. The French at the some time aprarently
are atteanting to reach an arreement by more persuvasive means, as they are

y considering the sending to Indochine, of feorges~Picot, an old

friend of the former emreror, It is unlikely, however, that the stalemate
can be broken by either of these methods unless the French are willing to
meet the majority of Rac Dalta demunds,

TNRTCTA

Incident camplicates negotiations. RNecriminations concerning the alleped
mistreatment of the Dutch Delegation upon the arrival of the food Offices
Committee ("C) at Jogjokarta, the Républican capital, on 12 April may have
dissipated mch of the good will which has been built up between the Duteh
and Repudblican Nelegations during the past six months, Although the Republlecan
Covernment has apologized for the ineident, Lt, Movernor General Van liook and
the non-Republican Indonesians on the Dutch Delegntion, against vhom mob
action was directed, tended to repard the incident as serious enough to con-
‘sider the return of the Dutech Nelegation to Ratavia. Vredenburch, the most
influential Dutch official in Indonesia at present, takes a more objective
view of the demonstration and believes nepotiations should be resumed, The
'S Delegation reports that should Vredenturch fsil, negotiations may be per-
manently ended since the 7°C will not survort the Netherlaunds nor will it
exert influence to Wring the Renublican Delegation back to Batavia,

Even though the situation is amoothed over sufficlently to mermit con-
tinuation of nepotiations, the incident may weaken the Republic's position,
Tt will serve to give weipght to the Duteh contention that Pepublican officials
are incapable of maintaining order in areas under their control, Furthermore,
the recent demonstration by Mepublicans aimed at non-Republican Indonesians
with whom the Republic is expected to cooperate in a federal United States of
Tndonesia (1'ST) may complicate future discussions, In this tense atmosphere,
negotiations, if resumed, will be difficult and protracted.

SIAM

Phibul Government makes bid for foreipn approval. Phibul Songgram in
assuming control of the Siamese fovernment must undertake the solution of the
same national problems and lssues which were ussd as the excuss to oust the
preceding Thamrong and Aphaiwong Cabinets (the hipgh cost of living,the report
on the former King's death, and relations with the Chinese), 4 lerge measure
of Phibul's ability to remain in power will depend upon his success in treat-
ing with these problems. If he imble to cope with these problems, it is

L
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possible that dissatisfied and easily disaffected elements among his Army
M O AYTR MAY 14 he 1YY e A his evvmcalitian

Phibul has publicly promised that his government will act in accordance
with the constitution, be strictly democratic in principle and practice, and
. depend on the vote and voice of the people for existence snd guidance, This
, statement has committed Phibul to a dependence upon Parliumentary approval,
! but in the light of his past record of strong-arm methods it is doubtful that
; he will live up to such confining promises. It is ostimated that the Premierts
statement is 1little more than a bid for feoreirn approval of his new government
and that once diplomatic rélations are resumed he will revert to policies more
cansistent with his record,

PHTLITPPINES

laurel continues presidential campalrn, Two days after the death of
President Roxas, Jose T, Taurel, occupation president of the thilippines,
cantinued his 1949 presidential cammaien with fervidly nationalistiec sneech
in La Union province. In his first nublic statemont since Noxas! death he
unmistakebly indicated that he would not abide by the offer he made a month
ago to withdraw from the campaign if Roxas did not run,

Completely disregarding the plea of new President Quirino for "tolerance
and national unity,” laurel charged that ag-overnment "ineapable of maintaining
peace md order is not povernment at all.” Alluding to the parity amendment he
stated that the Filipino people are tired of the nresent administration's de-
- sire "to change the nation's patrimony. rur lands, seas, farests, mines, lakes
are for Filipinos — not foreigners." ‘

A'STRALTA

Australian political leasders show unitgdin views on foreign affairs, Con~
siderable agreement between the fovernment and the Opposition was aprarent in
the April 9 Australian Parliamentary debate on foreign affairas, Roth Foreign

b Vinister Evatt and Opposition leader enzies deplored the tension between the
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AUSTRALYIA  (continued)

3 and 1"3SRs defended the workability of the !N, after the peace treaties
are signed; and called for an early settlement of the Japonese question,
They reiterated the Australian belief that Japan's industrial revival ghould
be on a moderate scale, and that her standard of living bc no higher than
that of the countries she devastated, Foth paid tribute to the costructive
13 policy reflected in the Turopean “ecovery Irogrom znd yeferred to the
aggressive tactics of the 1'87°R as aimed at “uronean dominstion,

MY ZEALAND

ition calls for restrictive legislation arainst Communists. Increased
publie over ormunist problem as a result of the Czech coup, the
transport strike in Zueensland, fustralia, the I™2 desision to. remove Commnists
from sensitive posts, and the domestic strikes of earpenters, watersiders,
and hydro electric workers, in which Cammunists are alleged to have played
important parts has been seized upon by the Opvosition. 'r. S. O. Holland,
Pederz] leadar of the "pposition, has urged that Parliament pass lepislation
providing that persons guilty of subversive activities, or owing allegiance
to a foreirn power, be ineligible for employment in the New Zealand Public Serw-
vice or in the menagement of its industrial system,

The Prime Minister has answered this by denying the need for special leg~
islation, stating that existing laws were adequate to cope with illegal activi-

ties. (fetually no law exists under which civil servants or union officials

ean be removed from office on grounds of Communist affiliation or political
activity),

The Labor Tovernment is unwilling to depart from the Wew Zealand tradition
of not penalizing workers for political beliefs, nor to risk the antagonism of
non-Communist unionists who see basic civil liberties destroyed. It may,
however, be expected to prosecute Communists for overt violations of the law,
such as inciting to illegal strikes, ang to encourepe publie recognition of the
ultimate aims of the Commnist Party in the belief that this will be effective
in eliminating them from positions of cmtrol.

The Cpposition will probably introduce anti-Communist legislation in the
next session of Parliament (June 42) but is unlikely to secure its enactment.
The Zovernment's position is strengthened by the recent defeat of the
Australian Cppositionfs motion of censurc ca the same subject, althourh it
mst be remembered that unlike iustralia, the New Zealand jebor Government's
majority is a very narrow one. S :
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